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Independent Auditor's Report

Board of Directors
Family Service of Greater Baton Rouge
Baton Rouge, Louisiana

Members of the Board;

We have audited the accompanying statements of financial position of

Family Service of Greater Baton Rouge
(A Non-Profit Organization)

Baton Rouge, Louisiana

as of December 31, 2006 and 2005, and the related statements of activities and changes in net assets,
functional expenses and cash flows for the years then ended. These financial statements are the
responsibility of the Organization's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United Stated
of America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the avidit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audi t includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement presentation. We
believe our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Family Service of Greater Baton Rouge, as of December 3 J, 2006 and 2005, and the
changes in its net assets and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated June 7,2007,
on our consideration of Family Service of Greater Baton Rouge's internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control over
f inanc ia l reporting and compliance and (he results of that testing and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an aud i t performed in
accordance with Government Auditing Standards and should be considered in assessing the results of our
audi t ,

Our aud i t was performed for the purpose of forming an opinion on the basic financial statements of
Family Service of Greater Baton Rouge taken as a whole. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by U.S. Office of Management
and Budget Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizations," and is
not a required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

Yours t ru ly ,

v/WJ



Family Service of Greater Baton Rouge
Statements of Financial Position

December 31, 2006 and 2005

A s s e t s
2006 2QQ5

Current Assets
Cash and cash equivalents $1,940,263 $1,899,011
Restricted cash 115,340 170,920
Investments 6,541 5,463
Receivables

Service fees 4,299 4,626
Grants 277,870 370,570
Contributions 37,550 68,425
Pennington Family Loan Program 7,683 21,373

Other 1,580
Prepaid pension cost 139,859 149,361
Other prepaid expenses 19,716 23.239

Total current assets 2,550,701 2,712,988

Fixed Assets - Net of Accumulated Depreciation 1,021,019 532,888

DePosits 2,300 2.300

Total assets 3,574.020 3.248.176

L i a b i l i t i e s a n d N e t A s s e t s
Current Liabilities

Accounts payable 34,711 21,792
Accrued liabil i t ies 121,501 62,533
Deferred revenue 607.381 364.885

Total current l iabil i t ies 763,593 449,210

Long-Term Liabilities
Notes payable 300.000

Total liabilities 1,063.593 449.210

Net Assets
Unrestricted 2,269,882 2,027,172
Temporarily restricted 240.545 771,794

Total net assets 2.510.427 2J9.8.966

Total l iabi l i t ies and net assets 3,574.020 3.248.176

The accompanying notes are an integral part of these statements,
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Family Service of Greater Baton Rouge
Statements of Activities and Changes in Net Assets

Years Ended December 31, 2006 and 2005

December 31, 2006

Revenue
Public support

United Way
Contributions/fund raising
Service fees
Parenting Center fees
Interest
Independent Living Program
Workshops
Children's Trusl Fund
HIV Prevention Grant
Care Coordination Grant
Women and Children HIV Grant
Pennington Family Loan Program
Public grants
In-Kind contribution
Other

Net assets released from restrictions in
satisfaction of program restrictions-

Total revenue, aains and other support

Expenses
Program Services

Counseling Program
Parenting Center
HIV Prevention
Care Coordination Program
Pennington Family Loan Program
Independent Living Program
Women and Children HIV Program

Supporting services
Management and general
Fund raising

Total expenses

Change in Net Assets

Net Assets, beginning of year

Net Assets, end of year

Temporarily
Unrestricted Restricted

$420,828
64,989 $27,462
66,912

6,284
85,150 6,458

339,930

24,039
155,868
719,501
371,892

93,411
308,967

12,400
11,402

2,681,573 33,920

565,169 (565.169)

3.246.742 (531.2491

233,551
86,180

198,669
821,686
272,989
396,024
390,709

564,880
39,344

3,004,032

242,7)0 (531,249)

2.027.172 771.794

2,269,882 240.545

Total

$420,828
92,451
66,912

6,284
91,608

339,930

24,039
155,868
719,501
371,892

93,411
308,967

12,400
1 1 ,402

2,715,493

2.715,493

233,551
86,180

198,669
821,686
272,989
396.024
390,709

564,880
39,344

3,004,032

(288,539)

2,798,966

2.510,427

December 31, 2005
Temporarily

Unrestricted Restricted

$450,084
46,457 $206,993
90,732
12,671
26,110 13,777

411,757
8,219

11,023
149,463
957,691
358,379
216,952

76,897
14,710
6.887

2,838,032 220,770

205.785 (205,785)

3.043,817 14,985

258,3)0
99,227

180,512
1,016,078

280,862
441,747
352,807

295,832
87,694

3,013,069

30,748 14,985

1,996.424 756.809

2,027,172 771,794

Total

$450,084
253,450

90,732
12,671
39,887

411,757
8,219

1 1 ,023
149,463
957,691
358,379
216,952

76,897
14,710
6.887

3,058,802

3.058,802

258,310
99,227

180,512
1,036,078

280,862
441,747
352,807

295,832
87.694

3,013,069

45,733

2.753J33

2,798,966

Hie accompanying notes are an integral part of these statements.
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Family Service of Greater Baton Rouge
Statements of Cash Flows

Years Ended December 31, 2006 and 2005

2006 2005
Cash Flows From Operating Activities

Change in net assets ($288,539) $45,733
Adjustments to reconcile change in net assets to net

cash provided by operating activities
Depreciation 49,766 39,161
Bad debt expense 23,952
Unrealized gain on investments (1,078) (109)
Provision for loan losses 45,803 40,034
(Increase) decrease in restricted cash 55,580 3,280
(Increase) decrease in accounts receivable 122,322 6,133
(Increase) decrease in prepaid expenses 3,523 11,970
(Increase) decrease in prepaid pension costs 9,502 7,860
Increase (decrease) in accounts payable 12,919 11,719
Increase (decrease) in accrued l iabi l i t ies 58,968 8,481
Increase (decrease) in deferred revenue 242.496 309,885

Net cash provided by operating activities 311.262 508,099

Cash Flows From Investing Activities
(Increase) decrease in loans receivable (32,113) 100,305
Purchase of equipment (537.897) (121.559)

Net cash used by investing activities (570.010) (21,254)

Cash Flows From Financing Activities
Proceeds from note payable 300.000

Net cash provided by financing activit ies 300.000

Net Increase in Cash and Cash Equivalents 41,252 486,845

Cash and Cash Equivalents, beginning of year 1.899.011 K412J66

Cash and cash Equivalents, end of year 1.940,263 1.899.011

Supplemental Disclosure of Cash Flow Information
Cash paid during the year for

interest 7,923 U717

The accompanying notes are an integral part of these statements.
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Family Service of Greater Baton Rouge
Notes to Financial Statements

December 31, 2006

Note 1-Nature of Operations

The mission of Family Service of Greater Baton Rouge (the Agency) is to support, strengthen and enhance
family life in greater Baton Rouge and the surrounding parishes through direct services and positive social
actions. The Agency was incorporated in 1955, has been a United Way agency since 1959, and an affiliate
member of Alliance for Children and Families, an international nonprofit organization, since 1962. The Agency
has various funding resources that includes United Way, state and local grants, service fees and contributions.
The Agency offers a wide range of services:

The Child & Family Counseling Center - service to individuals, couples, and families seeking professional
solutions.

Parenting Center - provides workshops, classes and parent consultat ion on a number of issues from attention
deficit hyperactivity disorder (ADHD) to divorce,

HIV Prevention-combines educational programs, counsel ing and testing services aimed at prevention and early
detection of HIV infection.

HIV Care Coordination & HIV Women and Children - programs are committed to assisting HIV/AIDS clients
in transportation, medication, housing assistance, support groups, mental health, substance abuse counseling and
legal services.

Permington Family Loan - provides loans to low income families, helping them to meet work goals and strive
for self-sufficiency.

Independent Living Program (ILP) - serves foster youth, transitioning from state custody to independent living.
AdoptUSKids is included as a service to connect foster and adoptive families and children.

Note 2-Significant Accounting Policies

A. Basis of Accounting

The financial statements are presented using the accrual basis of accounting.

B. Basis of Presentation

The Agency has adopted Statement of Financial Accounting Standards ("SFAS") No. 117, "Financial Statements
of Not-for-Profit Organizations". Under SFAS No. 117, the Agency is required to report information regarding
its financial position and activities according to three classes of net assets: unrestricted net assets, temporarily
restricted net assets, and permanently restricted net assets. Unrestricted net assets include those net assets whose
use by the Agency is not restricted by donors, even though their use may be l imi ted in other respects, such as
by contract or board designation. Temporarily restricted net assets are those net assets whose use by the Agency
has been l imi ted by donors (a) to later periods of time or other specific dates, or (b) to specified purposes.
Permanent ly restricted net assets are those net assets received wi th donor-imposed restrictions permanently
l i m i t i n g the Agency's use of the asset. The Agency does not have any permanently restricted net assets.
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Family Service of Greater Baton Rouge
Notes to Financial Statements

December 31, 2006

Note ^-Significant Accounting Policies (Continued)

C. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

ft- Cash and Cash Equivalents

The agency considers all highly l i qu id investments with a original matur i t ies of three months or less, and any
certificates of deposit that do not contain material early wi thdrawal penalties, to be cash equivalents.

E. Receivables

Receivables are presented at face value, net of the allowance for doubtful accounts. The allowance for doubtful
accounts is established through provisions charged against incomeand is maintained at a level believed adequate
by management to absorb estimated bad debts based on current economic conditions.

F. Contributions

Contributions received, inc lud ing unconditional promises to give, are measured at their fair value and recorded
as increases in net assets. In the absence of donor restriction, donated assets are reported as unrestricted assets.
Conditional promises to give are recognized when the conditions on which they depend are substantially met.
An allowance for doubtful accounts has been established based on management 's assessment of collectibil i ty.

No discount has been recorded for these items because management considers any discount to be insignificant.

G. Investments

Investments in equity securities with readily determinate fair values and all debt securities are carried at fair
value. Fair value is determined using quoted market prices (where available), or if not available, estimated fair
values based on quoted market prices of f inancial instruments wi th s imi lar characteristics. All other investments
are carried at the lower of cost or market. Recognized gains and losses on investments are reflected in the
statement of activities, Dividends and interest income are recorded dur ing the period earned.

H. Property and Equipment

Property and equipment are recorded at cost and depreciated using the straight-line method of depreciation over
the useful lives of the assets, which range from 3 - 45 years.

Expenditures for major addit ions of property and equipment are capitalized. Expenditures for maintenance and
repairs arc charged to expense as incurred.

), Restrictions on Net Assets

Contributions are recognized when the donor makes a promise to give that is, in substance, unconditional.
Contributions that are restricted by the donor are reported as increases in unrestricted net assets if the restrictions
expire in the fiscal year in which the contr ibut ions are recognized. A!3 other donor-restricted contributions arc



Family Service of Greater Baton Rouge
Notes to Financial Statements

December 31, 2006

Note 2~Significant Accounting Policies (Continued)

1. Restrictions on Net Assets (Continued)

reported as increases in temporarily or permanently restricted net assets depending on the nature of the
restrictions. When a restriction expires, temporarily restricted net assets are reclassified to unrestricted net
assets. Contributions received with restrictions that are met during the year that they are received are included
in the f inancial statements as unrestricted contributions. The Agency has no permanently restricted assets.

-f- Contributed Services

Donations of services that create or enhance physical assets and essential services that are donated by persons
with specialized skills are measured at their fair value and reported as increases in unrestricted net assets during
the period provided. Contributions of catering services of $ 12,400 arc shown as contributions revenue and fund
raising expense in the statement of activities for the year ended December 31, 2006.

K. Income Taxes

The Agency is exempt from taxation as a public charity under Section 501(c)(3) of the Internal Revenue Code
and is not classified as a private foundation.

L. Advertising

Advertising costs are charged to operations when incurred. There was no advertising expense for 2006 and
2005.

M. Reciassifications

Certain accounts in the prior year financial statements have been reclassified for comparative purposes to
conform with the presentation in the current year financial statements.

Note 3-Restricfed Cash

The Agency has an agreement with State Bank as a "banking partner" to handle all new loans for its Pennington
Family Loan Program. The Agency is required to pledge cash as collateral for loans issued by State Bank under
th i s program. At December 31, 2006 and 2005, $115,340 and $170,920 have been pledged as collateral.

Note 4-Investments

At December 31, the carrying value of the Agency's investments is comprised of the following:

2006 2005

Equities $.6.541 $5.463

Inves tment return consists of interest and dividend income, net realized gains on sale of investments, and net
appreciation on in vestments reported gross of related expenses. No gains or losses were realized on investments
reported at other than fair va lue .
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Family Service of Greater Baton Rouge
Notes to Financial Statements

December 31,2006

Note 5-Receivables

Receivables are composed of the following:

Services Fees
Service fee
Less doubtful accounts

Grants
Women and Children HIV/Children's Hospital Grant
Independent Living Program
Care Coordination Program
HIV Prevention Program
Children's Trust Fund

Pledge Receivables
Unconditional promise - less than one year
Unconditional promise - 1 to 5 years
Less doubtful accounts

Pennington Family Loan Program
Loans
Less doubtful accounts

Note 6-Land, Building and Equipment

Land, building and equipment consists of the following:

Land
Building addition
Bui ld ing and improvements
Equipment
Automobiles

Less accumulated depreciation

Construction in progress

Total land, buildinu and equipment

2006

2006

2005

$4,299

4,299

61,136
49,289

112,939
52,531

L975
277.870

29,250
28,300

(20,000)
37,550

86,216
(78,533)
.jL683

$12,126
(7,500)
4,626

87,504
31,614

181,830
69,622

370,5,70

15,550
72,875

(20,000)
.68,425

71,587
(50,214)
21.373

2005

$126,527 $126,527
622,067
466,486 451,058
320,826 310,507

10,154 10,154
1,546,060

525.041
898,246
475.275
422,971
109.917

532,888

In 2005, the Agency entered into a contract with Ernst Construction Company, Inc. for the construction of a new
bui ld ing add i t i on , As of December 31, 2006, (he Agency has incurred $15,000, with a remaining amount of
$38,700 to be incurred in 2007.
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Family Service of Greater Baton Rouge
Notes to Financial vStatements

December 31, 2006

Note 7-Deferred Revenue

As of December 31, 2006 and 2005, the Agency received $607,381 and $364,885 in grant proceeds that are to
be used during 2007 and 2006, respectively.

Note 8-TemporariIy Restricted Net Assets

Temporarily restricted net assets are restricted as follows:

20Q6 2005

Women's Support Group $1,191 $937
Building Fund 28,077 528,448
Pennington Family Loan Program (net of loan loss

reserves of $78,533 in 2006 and $50,214 in 2005)

Note 9-Pension Plan - Defined Benefit

The Agency has a noncontribulory defined benefit pension plan. Contributions to the plan for 2006 and 2005
were $73,746 and $94,980, respectively.

Benefits under the plan are generally based on the employee's compensation during the highest five consecutive
calendar years during the last ten calendar years of service before retirement. The pension plan is funded in
accordance with the requirements of the Employee Retirement Income Security Act of 1974.

A reconciliation of the Plan's funded status and amounts recognized in the Agency's statements of financial
position at December 31, 2006 and 2005 is as follows.

2006 2005

Benefit obligations at December 31 $1,421 J 10 $1,261,239
Fair value of Plan assets at December 31 (K343.832) (1.126,683)
Funded status (deficit) . . . .77,27.8. 134,556

Prepaid benefit cost recognized in the
Statement of Financial Position 139,859 149.361

Weighted-average assumptions as of December 31;
2006 2005

Discount rate 5.75% 5.75%
Expected return on plan assets 8.50% 8.50%
Rate of compensation increase 5.00% 5.00%

Benefit cost $83,248
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Family Service of Greater Baton Rouge
to Financial Statements

December 31, 2006

Note 10-Pension Plan - Defined Contribution

The Agency has a defined contribution plan subject to Section 403(b) of the Internal Revenue Code, 'Hie plan
covers substantially all of its employees who meet eligibility requirements. Contributions to the plan are based
on 25% of the first 6% of the amount of the salary reduction of each employee. The amounts of pension expense
under this plan were $9,3 10 and $12,616 for the years ended December 3 1, 2006 and 2005, respectively.

Note 11-Functiona! Allocation of Expenses

The costs of providing the various programs and activities have been summarized on a functional basis in the
Statement of Functional Expenses. Accordingly, certain costs have been allocated among the programs and
supporting services benefitted based on records and estimates made by the Agency's management.

Note 12-Concenf ration of Credit Risk

At various times dur ing the year, cash and cash equivalents on deposit with one banking institution exceeded
the $100,000 insured by the Federal Deposit Insurance Corporation. Management monitors the financial
condition of the inst i tut ion on a regular basis, along with its balances in cash and cash equivalents, to minimize
potential r isk,

Note 13-Economic Dependency

The Agency receives a majority of its revenue from funds provided through programs administered by the State
of Louisiana and United Way. The program amounts are appropriated each year by the Federal and State
governments and the United Way Agency. If significant budget cuts are enacted at the Federal and/or State
level, the amount of the funds the Organization receives could be reduced significantly and have an adverse
impact on its operations. Management is not aware of any actions that wil l adversely affect the amount of funds
the Organization wi l l receive in the next fiscal year.

Note 14-Contingencies - Grant Program

The Agency participates in Federal and State grant programs, which are governed by various rules and
regulations. Costs charged to the grant programs are subject to audit and adjustment by the grantor agency;
therefore, to the extent that the Organization has not complied with the rules and regulations governing the
grants, refunds of any money received and the coilectibility of any related receivable at year end may be
impaired. In management's opinion, there are no significant contingent l iabi l i t ies relating to compliance with
the rules and regulations governing the grants; therefore, no provision has been recorded in the accompanying
financial statements for such contingencies. Audits of prior years have not resulted in any significant disallowed
costs or refunds. Any costs that would be disallowed would be recognized in the period agreed upon by the
grantor agency and Family Service of Greater Baton Rouge.
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Family Service of Greater Baton Rouge
Schedule or Expenditures of Federal Awards

Year Ended December 31,2006

Note 1-Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal expenditures of the
F a m i l y Service of Greater Baton Rouge and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with the requirements of OMB Circular A-133,
"Audits of States, Local Governments and Non-Profit Organizations". Therefore, some amounts
presented in this schedule may differ from amounts presented in or used in the preparation of the basic
f inancia l statements.

Federal Grantor/Pass-Through
Grantor/Program Title

Department of Health and Human Services/
Louisiana Department of Health and Hospitals:

HIV Prevention Program

Department of Health and Human Services/
HIV/AIDS Alliance for Region Two, Inc.:

Care Coordination (Ryan White)*

Department of Health and Human Services/Louisiana
Department of Social Services/Office of Community Services:

Women and Children HIV Grant
Independent Living Program (Contracts A and B)

Department of Transportation/Job Access Reverse
Program/Ways to Work, Inc.:

Family Loan Program

Department of Housing and Urban Development/Community
Development Block Grant/Entitlement Grant

Family Loan Program

*Denotes major program

Federal Disburse-
CFDA ments/

Number .Expenditures

93.941

93.917

93.153
93.599

20.516

14.218

$155,868

603,916

10,091

54,876

L535.573
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(925) 923-3000 • FAX (225) 923-3003

June 7, 2007

Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards

Board of Directors
Family Service of Greater Baton Rouge
Baton Rouge, Louisiana

Members of the Board:

We have audited the financial statements of Family Service of Greater Baton Rouge as of and for the year
ended December 31,2006, and have issued our report thereon dated June 7,2007. We conducted our audit
in accordance wi th aud i t ing standards generally accepted in the United States of America and the standards
applicable to financial audi ts contained in Government Auditing Standards% issued by the Comptroller
General of the United States,

Internal Control Over Financial Reporting

in planning and performing our audit, we considered Family Service of Greater Baton Rouge's internal
control over financial reporting in order to determine our audi t ing procedures for the purpose of expressing
our opinion on the f inancial statements but not for the purpose of expressing an opinion on the effectiveness
of Family Service of Greater Baton Rouge*s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of Family Service of Greater Baton Rouge's internal control over
f inancia l reporting.

Our consideration of internal control over f inancial reporting was for the l imited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies,

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a t imely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the en t i ty ' s ab i l i t y to init iate, authorize, record, process, or report financial data reliably
in accordance wi th generally accepted accounting principles such tha t there is more than a remote l ikel ihood



that a misstatement of the entity's financial statements that is more than inconsequential w i l l not be
prevented or detected by the entity's internal control. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs as items 2006-1, 2006-2 and 2006-3 to be
significant deficiencies in internal control over f inancial reporting,

A mater ial weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements wil l not be
prevented or detected by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies and accordingly, would not necessarily disclose all significant deficiencies that
are also considered to be material weaknesses. However, we believe that none of the significant deficiencies
described above is a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Family Service of Greater Baton Rouge's
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of f inancial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

This report in intended solely for the information and use of the Board of Directors, management, the
Louisiana Legislative Auditor and federal awarding agencies and pass-through entities and is not intended
to he and should not be used by anyone other than these specified parlies. Under Louisiana Revised Statute
24:5 13 th i s report is distributed by the Legislative Auditor as a public document.

Yours truly,
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June 7, 2007

Report on Compliance with Requirements Applicable to
Each Major Program and on Internal Control over Compliance

In Accordance with OMB Circular A-133

Board of Directors
Family Service of Greater Baton Rouge
Baton Rouge, Louisiana

Members of the Board:

Compliance

We have audited the compliance of Family Service of Greater Baton Rouge (a nonprofit organization)
wi th the types of compliance requirements described in the "U.S. Office of Management and Budget (OMB)
Circular A-133 Compliance .Supplement" that are applicable to each of its major federal programs for the
year ended December 31, 2006. Family Service of Greater Baton Rouge's major federal programs are
identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts and grants applicable
to each of its major federal programs is the responsibility of Family Service of Greater Baton Rouge's
management. Our responsibility is to express an opinion on Family Service of Greater Baton Rouge's
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to f inancial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, and OMB Circular A-133, "Audits of
States, Local Governments, and Non-Profit Organizations". Those standards and OMB Circular A-133
require that we plan and perform the audi t to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a major
federal program occurred. An audit includes examining, on a test basis, evidence about Family Service of
Greater Baton Rouge's compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audi t provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on Family Service of Greater Baton Rouge's
compliance with those requirements.

In our opinion, Family Service of Greater Baton Rouge complied, in all mater ia l respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year ended
December 31,2006.
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internal Control OverComplian.ee

The management of Family Service of Greater Baton Rouge is responsible for establ ishing and
main ta in ing effective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit , we considered Family Service
of Greater Baton Rouge's internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the purpose of
expressing our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of
Family Service of Greater Baton Rouge's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses as defined below. We did not ident i fy any deficiencies in
internal control over compliance that we consider to be material weaknesses, as defined above. However,
as discussed below, we identified certain deficiencies in internal control over compliance that we consider
to be significant deficiencies.

A control deficiency in an ent i ty 's internal control over compliance exists when the design or operation
of a control does not allow management or employees, in the normal course of performing their assigned
functions to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity's abili ty to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential wi l l not be prevented or detected by the entity's internal control. We consider the
deficiencies in internal control over compliance described in the accompanying schedule of findings and
questioned costs as items 2006-1 through 2006-3 to be significant deficiencies.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material noncompliance with a type of compliance requirement of
a federal program wil l not be prevented or detected by the entity's internal control. We did not consider any
of the deficiencies described in the accompany schedule of findings and questioned costs to be material
weaknesses.

Family Service of Greater Baton Rouge's response to the findings identified in our audi t are described
in the accompanying schedule of findings and questioned costs. We did not audit the Family Service of
Greater Baton Rouge's response and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of management, the Board of Directors, the
Louisiana Legislative Auditor, and federal awarding agencies and pass-through entities and is not intended
to be and should not be used by anyone other than these specified parties. Under Louisiana Revised Statue
24:5 1 3, this report is distributed by the Legislative Auditor as a public document.

Yours truly,
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Family Service of Greater Baton Rouge
Schedule of Findings and Questioned Costs

Year Ended December 31, 2006

SUMMARY OF AUDITOR'S RESULTS

1. The auditor's report expresses an unqualified opinion on the f inancial statements of Family Service
of Greater Baton Rouge.

2. Three significant deficiencies disclosed during the audit of the financial statements were reported
in the Report on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed In Accordance With Government Auditing
Standards.

3. No instances of noncompliance material to the financial statements of the Family Service of Greater
Baton Rouge, which would be required to be reported in accordance with Government Auditing
Standards, were disclosed during the audit.

4. Three significant deficiencies relating to the audit of the major federal award program are reported
in the Report On Compliance with Requirements Applicable to Each Major Program and on Internal
Control Over Compliance in Accordance with OMB Circular A-133

5. The auditor's report on compliance for the major federal award programs for the Family Service of
Greater Baton Rouge expresses an unqualified opinion on its major federal programs.

6. Audit findings that are required to be reported in accordance with Section 510(a) of OMB Circular
A-133 are reported in this Schedule.

7. The program tested as a major program included:

Care Coordination (Ryan White) 93.917

8. The threshold used for distinguishing between Type A and B programs was $300,000.

9. Family Service of Greater Baton Rouge qualif ied as a low-risk auditee.
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Family Service of Greater Baton Rouge
Schedule of Findings and Questioned Costs

Year Ended December 31, 2006

Findings - F inancia l Statement Aud i t

2006-0] Cash

Condition

During our review of the December 31, 2006 bank reconciliation, we noted several electronic fund
transfers (EFT) over 120 days old that had not cleared the bank statement. During further
invest igat ion, we found that the outstanding EFTs were double posted to the general ledger.

Recommendation

All bank statement reconciling items which do not clear on the succeeding month 's bank statement
should be investigated.

Management's Response

When the operating account bank reconcil ialion occurs each month, the person performing the bank
reconciliation w i l l make a note about any outstanding EFTs or targe amount checks. A quick review
can determine if there is any problem.

2006-02 Family Loan Program

Condition

The Family Loan Program subsidiary ledger is not being reconciled to the general ledger.

Recommendation

The subsidiary ledger and the general ledger should be reconciled monthly.

Management 's Response

The Family Loan Program subsidiary ledger is based on numbers created by a third party software.
The Family Loan Program employees have indicated that the other software always generates
unusua l numbers of small amount on each of the loans. This causes the subsidiary ledger to differ
from the general ledger which is posted on the basis of bank statements from the loaning banks. An
entry w i l l be done each month to balance (he subsidiary ledger to the general ledger.
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Family Service of Greater Baton Rouge
Schedule of Findings and Questioned Costs

Year Ended December 31, 2006

Findings - Financial Statement Audit (Continued)

2006-3 Payroll Taxes

Condition

Family Service of Greater Baton Rouge did not make timely payments in February, 2006 for payroll
taxes as required by the Internal Revenue Service, We also noted Family Service of Greater Baton
Rouge did not file Form 941 for the first quarter of 2006.

Recommendation

Payroll tax deposits should be timely made and Form 941 should be timely died as required by the
Internal Revenue Service.

Management's Response

An unusual circumstance occurred with the EFT for payroll taxes. Usually payroll taxes arc paid
t imely via EFT. The first quarter Form 941 was mailed in at the appropriate date (a postage receipt
indicates that it was mailed on Apri l 14, 2006). However, the IRS did not notify the agency that the
Form 941 was not received unt i l 2007. The agency will ensure payment of EFT taxes within two
days of payroll check issuance and wi l l ma i l all quarterly reports wi th postage receipt indicating the
date.

24



Family Service of Greater Baton Rouge
Schedule of Prior Year Findings
Year Ended December 31, 2006

Findings_ :_Financial Statement Audit

2005-1 Service Fees

Condition

The Agency had no subsidiary ledger for services fees as of December 31, 2005. The subsidiary
ledger file became corrupted in mid 2005 and as of April 25, 2006, the file has not been restored.
Therefore, a subsidiary does not exist,

Recommendation

We recommend the client begin a new subsidiary and reconcile to (he general ledger on a monthly
basis going forward.

Management's Response

Family Service of Greater Baton Rouge concurs on the monthly balancing of the Counseling
subsidiary ledger. We have already begun the new data base; we are reconstructing last year so that
we wi l l have accurate balances to begin 2006. Additionally, we are keeping two computer backups
of all data entered into the Counseling subsidiary ledger to prevent any future corruption of files.

This item was corrected in 2006.
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